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POLITICAL  MOTIVES 

The  economic  policies  at  present  pursued  by  the 
countries  of  Eastern  Europe — the  term,  as  used 
here,  is  synonymous  with  the  “Soviet  orbit” — are 
largely  determined  by  the  stage  reached  in  their 
internal  political  development  and  in  their  interna¬ 
tional  alignment.  Since  the  condemnation  of  Tito 
by  the  Cominform  in  1948  for  attempts  to  run  the 
affairs  of  the  Yugoslav  state  in  an  independent 
manner,  the  regimes  of  the  “People’s  Democracies” 
are  committed  to  “building  the  foundations  of  so¬ 
cialism”  along  lines  similar  to  the  experience  of  the 
Soviet  Union.  The  period  of  tactical  cooperation 
with  vaguely  defined  “democratic  elements”  in 
what  appeared  to  be  broad  national  coalitions  has 
been  followed  by  frank  establishment  of  hegemony 
by  the  Communists.  The  trend  is  toward  a  com¬ 
plete  elimination  of  other  political  groups  through 
merger  with  the  Communists  (in  the  case  of  the 
Socialist  parties)  or  loss  of  identity  within  the 
various  “fronts”  now  rebuilt  as  united  mass  organ¬ 
izations  under  undisputed  Communist  leadership.* 

Internationally,  the  widening  split  between  East 
and  West  has  deeply  affected  the  direction  of  East¬ 
ern  European  planning  by  seriously  limiting  the 
availability  of  substantial  credits  and  to  a  certain 
extent  the  flow  of  capital  goods  from  sources  out- 

I.  At  the  Second  Congress  of  the  Bulgarian  Fatherland  Front 
(February  1948),  the  late  Georgi  Dimitrov  said:  “Along  this 
road  we  shall  one  day  proceed  to  create  a  single  political  party 
of  our  people.  .  .  .  Our  country’s  political  evolution  will  not 
lead  back  to  a  multitude  of  parties  and  cliques,  but  forward. 
.  .  .  This  will  entail  the  establishment  of  a  single  political 
party  to  guide  the  state  and  society.  .  .  .”  Cf.  Samuel  L.  Sharp, 
“Recent  Developments  in  the  New  Democracies,”  American 
Perspective  (February  1949). 


side  the  orbit.  Held  back  by  the  Soviet  Union 
from  applying  for  Marshall  Plan  aid,  the  countries 
of  Eastern  Europe,  after  the  relatively  successful 
completion  of  their  transitional  plans,  are  now 
faced  by  the  problem  of  financing  their  long-term 
plans  with  limited  resources.  Should  the  flow  of 
East-West  trade  be  further  curtailed  by  restrictions 
and  lack  of  credits,  the  Eastern  European  nations 
will  have  to  rely  predominantly  on  such  goods  as 
the  Soviet  Union  might  be  willing  and  able  to 
supply,  on  resources  that  can  be  obtained  by  closer 
integration  and  mutual  assistance  within  the  orhit, 
but  mainly  on  additional  internal  savings  they  can 
accumulate  by  imposing  stringent  limitations  on 
immediate  consumption. 

Given  these  circumstances,  the  proclaimed  choice 
of  “the  Soviet  road  to  socialism”  is  not  merely  a 
matter  of  paying  homage  to  the  wisdom  of  Soviet 
leadership,  but  the  practical  adoption  of  a  pattern 
tried  before  by  Russia  under  conditions  of  half¬ 
voluntary  and  half-forced  isolation  from  normal 
economic  relations  with  the  outside  world.  The 
successes  scored  by  the  Soviet  Union  were  ad¬ 
mittedly  costly  and  often  questionable.  The  value 
of  the  Russian  model  lies  mostly  in  the  method  of 
substituting  thorough  economic  and  political  con¬ 
trols  for  more  attractive  standard  incentives  to  sav¬ 
ings  and  production  which  may  either  not  be  avail¬ 
able  or,  when  available,  not  acceptable  on  doctrinal 
grounds. 


DRIVE  FOR  SOCIALIZATION 


In  the  organizational  structure  of  their  national 
economies  the  countries  of  the  orbit  have  reached 
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the  point  where  in  the  fields  of  industry,  finance, 
foreign  trade  and  internal  wholesale  trade,  direct 
control  by  the  state  and  state-controlled  “coopera¬ 
tives”  is  all  but  complete.  The  initial  goals  of  con¬ 
trolling  merely  the  “commanding  heights”  have 
been  replaced  by  a  policy  of  socializing  fully  the 
means  of  production.  Outside  this  direct  control 
remaiil  vestigial  “capitalist”  enterprises  in  the  fields 
of  retail  trade  and  services.  However,  the  largest 
nonsocialized  sector  of  decisive  importance  is  that 
of  agriculture,  predominantly  organized  in  the 
form  of  small  and  medium  individual  holdings.  It 
is  now  the  professed  aim  of  the  Eastern  European 
regimes  to  extend  socialization — through  agricul¬ 
tural  collectivization — to  this  sector  and  thus  re¬ 
place  indirect  control  and  “deliberate  regulatory 
functions  of  the  state”  by  direct  inclusion  of  the 
agrarian  economy  in  a  fully  socialized  pattern  of 
production. 


V 


1 


Political  and  economic  motives  are  so  closely  in¬ 
termingled  in  this  new  policy  that  their  separation 
is  well-nigh  impossible.  Following  the  elimination 
of  organized  urban  opposition  by  the  liquidation 
of  bourgeois  parties  and  the  merger  of  the  Social¬ 
ists  with  the  Communists,  the  regimes  of  the 
“People’s  Democracies”  are  faced  with  the  problem 
of  curbing  the  peasantry,  which  constitutes  a  sub¬ 
stantial  majority  of  the  population  in  all  countries 
of  the  area  with  the  exception  of  Czechoslovakia. 
The  elimination  of  independent  and  potentially 
hostile  political  groups  is  completed,  in  the  opinion 
of  the  Communists,  only  with  the  liquidation  of 
the  economic  base  which  makes  the  existence  and 
functioning  of  such  groups  possible.  In  the  country¬ 
side,  in  spite  of  the  liquidation  of  independent 
peasant  parties,  the  economic  foundations  of  actual 
and  potential  opposition  remain  largely  untouched 
because  of  the  survival  of  the  rural  equivalent  of 
“capitalism”  (the  \ula^s  or  “rich”  peasants)  and 


of  small  commodity  production  which,  according 
to  Lenin,  is  inevitably  conducive  to  the  rebirth  of 
capitalism. 


Thus  the  current  drive  to  “liquidate  the  kulaks 
as  a  class”  and  to  subject  the  masses  of  the  peas¬ 
antry  to  government  control  by  transforming  them 
from  independent  petty  producers  into  members  of 
collectives  can  be  explained  in  political  terms.  The 
reasons  why  the  regimes  are  intent  on  controlling 
the  peasantry,  however,  are  obviously  not  limited 
to  the  political  sphere.  With  rapid  industrialization 
avowedly  the  main  goal  of  current  economic  poli¬ 
cies,  the  problems  of  raising  enough  food  to  take 
care  of  the  increased  consumption  of  industrial 
workers,  of  promoting  the  crops  most  needed  for 


produce  on  conditions  dictated  by  the  government 
are  of  paramount  importance.  These  problems  ad¬ 
mittedly  can  be  solved  only  by  the  application  of 
drastic  measures.  Verbally,  the  leaders  of  the  orbit 
regimes  are  committed  to  a  “gradual  approach” 
and  avoidance  of  pressure,  yet  assurances  to  that 
effect  are  always  ominously  combined  with  warn¬ 
ings  against  reliance  on  “automatic”  acceptance 
of  the  new  pattern. 

To  the  dispassionate  student  of  the  problems 
of  Eastern  Europe  the  two  paramount  questions, 
apart  from  considerations  of  a  political  nature,  are 
whether  the  choice  of  the  “Soviet  approach”  can 
contribute  to  alleviation  of  the  area’s  economic 
difficulties,  and  whether  this  objective  could  be  ac¬ 
complished  at  a  more  reasonable  price  in  terms 
of  human  hardships.  In  order  to  answer  these  two 
questions  it  is  necessary  to  examine  the  achieve¬ 
ments  of  the  Eastern  European  economic  plans 
to  date,  the  aims  of  the  long-range  plans  now  being 
put  into  operation,  and  the  place  of  agriculture  in 
these  plans.  It  is  also  important  to  examine  the 
actual  progress — not  the  propaganda  boasts  or 
scare  stories — of  agricultural  collectivization  for 
indications  of  the  methods  chosen  and  the  results 
expected  by  the  Eastern  European  regimes. 

INDUSTRIAL  DEVELOPMENT: 
TRANSITIONAL  PLANS 

Industrial  development  has  long  been  accepted 
and  urged  by  students  of  Eastern  Europe  as  a  solu¬ 
tion  of  the  basic  problem  of  the  area — rural  over¬ 
population,  low  prodifttivity,  low  national  income 
and  a  low  standard  of  living.  Usually  these  students 
have  recommended  the  development  mostly  of 
light  industries  producing  consumer  goods,  where 
relatively  small  investment  could  lead  to  the  em¬ 
ployment  of  considerable  manpower,  and  whose 
output  could  be  readily  absorbed  by  the  local 
markets.^ 

The  countries  of  Eastern  Europe  have  chosen  a 
different  and  more  arduous  road.  Their  short-term 
plans,  introduced  at  the  end  of  the  war  to  meet  the 
transitional  needs  of  their  shattered  and  disorgan¬ 
ized  economies,  already  stressed  the  priority  to  be 
be  given  to  heavy  industry.  The  long-term  plans 
now  being  put  into  operation  give  formal  expres¬ 
sion  to  this  concept. 

Planning  in  the  immediate  post-war  era  aimed 

2.  Sec,  for  instance,  Wilbert  E.  Moore,  Economic  Demography 
of  Eastern  and  Southeastern  Europe  (Geneva,  League  of  Na¬ 
tions,  1945;  printed  in  the  United  States  by  Princeton  University 
Press,  1945);  also  Industrialisation  and  Foreign  Trade  (CJeneva, 
League  of  Nations,  1943)  and  Report  of  the  FAO  Mission  for 
Poland  (Washington,  D.C.,  Food  and  Agriculture  Organization 
of  the  United  Nations,  1948). 
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at  repairing  the  heavy  damage  caused  by  war  and 
occupation,  and  at  giving  a  firm  basis  to  the  struc¬ 
tural  changes  on  which  the  new  social  order  in 
Eastern  Europe  was  to  rest,  thus  paving  the  way 
for  the  more  thorough  long-term  plans.  Bulgaria 
and  Czechoslovakia  operated  on  transitional  two- 
year  plans  (1947-1948),  Poland  and  Hungary  on 
three-year  plans  (1947-1949)  respectively.^  Rumania 
was  slower  in  planning  than  its  neighbors  and 
inaugurated  its  first  one-year  plan  in  1949.  Figures 
available  through  1948  and  incomplete  reports  for 
1949  would  seem  to  indicate  that  the  fulfillment 
of  industrial  production  plans  was  on  the  whole 
satisfactory,  particularly  in  Poland  and  Hungary, 
while  new  investment  was  lagging  behind  initial 
expectations. 

RISE  IN  INDUSTRIAL  OUTPUT 

Fulfillment  of  the  1948  plan  in  the  area  was 
reportedly  best  for  steel,  chemicals  (except  super¬ 
phosphates),  paper  and  shoes.  It  was  lowest  for 
bricks,  cotton  yarn  and  engineering  products,  es¬ 
pecially  motor  vehicles,  railway  cars  and  tractors.'* 
In  Poland  the  general  index  of  industrial  production 
stood  at  180  in  August  1949,  as  corripared  with  100 
in  1938  (pre-war  territory)  and  91  in  1946.’  The 
average  index  for  the  first  eight  months  of  1949 
was  166.  Crude  steel  production  was  1.9  million 
tons  in  1948  compared  with  1.4  in  1937.  Coal  pro¬ 
duction  amounted  to  70.3  million  tons  in  1948  and 
54.6  for  the  first  nine  months  of  1949.  It  must  be 
borne  in  mind  that  a  comparison  with  pre-war 
production  in  the  former  territory  of  Poland  may 
be  somewhat  misleading,  because  Poland’s  post¬ 
war  territory  includes  highly  industrialized  former 
German  lands.  But  even  taking  as  a  basis  the  pro¬ 
duction  of  the  present  area,  one  finds  that  in  1948 
Poland  produced  as  much  coal  and  steel  as  the 
area  did  in  1937  and  surpassed  the  figure  in  1949, 
although  in  coal  the  target  of  80  million  tons  for 
1949  may  not  have  been  fully  reached.^  In  the  case 
of  Czechoslovakia  progress  was  somewhat  uneven. 
In  1948  production  of  textiles  was  still  below  pre¬ 
war,  while  that  of  metals  and  engineering  products 
was  beginning  to  exceed  the  pre-war  level.  By  1949 
the  index  of  industrial  production  (compared  with 
100  for  1937)  was  130  for  producers’  goods,  but 

3.  For  a  detailed  examination  of  the  aims  and  motivations  of 
the  short-term  plans,  see  Vera  Micheles  Dean,  "Economic 
Trends  in  Eastern  Europe,”  Foreign  Policy  Reports,  Vol.  XXTV, 
Nos.  2  and  3  (April  i  and  15,  1948).  Developments  in  Yugo¬ 
slavia  will  be  covered  in  a  separate  Foreign  Policy  Report. 

4.  Economic  Survey  of  Europe  in  tg48  (Geneva,  United  Na¬ 
tions  Department  of  Economic  Affairs,  1949),  pp.  201 

5.  Monthly  Bulletin  of  Statistics,  United  Nations  (December 
1949). 

6.  Wola  Ludu  (Warsaw),  January  17,  1950, 


only  87  for  consumers’  goods.^  The  most  con¬ 
spicuous  failure,  stressed  by  Czech  sources,  has 
been  that  of  the  building  program,  where  targets 
for  new  dwellings  and  renovated  units  were  un¬ 
fulfilled  (by  less  than  one-half  in  1947).®  In 
Czechoslovakia  the  failure  was  ascribed,  aside  from 
outright  sabotage,  to  a  great  diversion  of  resources 
to  black-market  building,  inadequate  production 
of  building  materials,  and  shortage  of  manpower 
in  the  industry.  It  was  stressed,  moreover,  that  the 
housing  shortage  was  merely  a  relative  one,  due 
to  higher  living  standards  in  socialist  Czechoslo¬ 
vakia,  since  before  the  war  a  20  per  cent  larger 
population  “was  satisfied  with  the  same  amount 
of  housing.’’^  Available  figures  show  that  actual 
construction  has  remained  very  low  throughout 
1948  and  1949.  New  dwelling  units  averaged  501 
monthly  for  1948  and  818  for  the  first  five  months 
of  1949,  as  compared  to  over  3,000  in  1937-39.*° 
In  Poland  plan  fulfilment  was  higher,  but  the 
1948  target  for  construction  was  not  reached,  most¬ 
ly  because  of  lags  in  the  production  of  building 
materials. 

One  criticism  that  has  been  frequently  made, 
especially  in  the  case  of  Czechoslovakia,  was  that 
higher  production  was  achieved  at  the  expense  of 
quality.  There  seems  to  be  some  basis  for  this 
criticism,  since  an  official  Czech  study  devoted 
some  detailed  analysis  to  the  problem  of  quality 
deterioration.  This  study  explained  that  in  the  case 
of  coal  it  had  become  necessary  to  tap  new  sources, 
yielding  in  part  inferior  coal — “a  structural  change, 
which  is  in  no  connection  with  the  political  devel¬ 
opments  of  the  past  three  years.’’  Similar  problems 
arose  in  the  textile  industry,  especially  in  the  case 
of  rayon  products,  for  which  raw  materials  of  pre¬ 
war  quality  could  not  be  imported.  Consumption 
of  finished  steel,  the  best  measure  of  the  activity 
of  engineering  industries,  was  fairly  high  in 
Czechoslovakia  (2.4  million  tons  as  compared  to 
1.5  in  1938)  but  not  in  Poland  (1.7  as  compared  to 
2.0  for  the  comparable  area  in  1938).  Industrial 
productivity  in  Eastern  Europe  has  improved  some¬ 
what  since  the  war,  but  in  1948  it  was  still  com¬ 
paratively  low. 

Industrialization  efforts  have  affected  the  relative 
importance  of  industry  (including  mining  and 

7.  United  Nations  Economic  and  Social  Council,  Major  Eco¬ 
nomic  Changes  in  1949  (February  8,  1950). 

8.  See  Probleme  der  tschechoslova\ischen  Wirtschaftsplannung 
(Prague,  1949).  The  book  is  a  German  version  of  a  study  pub¬ 
lished  by  the  Institute  for  Economic  and  Social  Research  of  the 
Prague  Socialist  Academy,  under  the  direction  of  Dr.  Josef 
Goldmann  and  Dr.  Josef  Flek. 

9.  Goldmann  and  Flek,  op.  cit.,  p.  59. 

10.  Monthly  Bulletin  of  Statistics,  op.  cit. 
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power  production)  as  compared  to  agriculture  in 
the  aggregate  production  picture.  In  all  countries 
of  Eastern  Europe,  with  the  notable  exception  of 
Rumania,  industry  in  1948  contributed  a  larger 
percentage  to  the  total  commodity  value  produced 
than  it  did  in  1938.  Poland  made  the  greatest  rela¬ 
tive  gain,  from  33.1  per  cent  to  45.3  per  cent.  The 
changed  boundaries  have  something  to  do  with 
this  tranformation. 

LAG  IN  INVESTMENT 
From  a  long-range  point  of  view,  actual  produc¬ 
tion  figures  are  less  significant  than  the  progress 
in  investment  which  offers  a  clue  to  future  devel¬ 
opments.  Investment  plans  were  apparently  not 
fully  carried  out.  Already  in  1947  the  Polish  in¬ 
vestment  figures  were  revised  downward  to  allow 
for  an  increase  in  consumption."  Early  this  year  it 
was  officially  acknowledged  that  the  1949  invest¬ 
ment  plan  was  not  fully  carried  out.  Exact  figures 
on  total  gross  investment  are  not  available,  but 
data  on  gross  and  net  capital  investment  seem  to 
suggest  that  for  Poland  and  Czechoslovakia  total 
investment  was  closer  to  15  than  to  the  planned 
20  per  cent  of  the  national  income.  The  more  mod¬ 
est  Hungarian  plan,  which  called  for  investment 
of  10  per  cent  of  the  national  income,  seems  to  have 
been  fulfilled. 

In  Poland,  for  1948,  gross  investment  in  fixed 
capital  totaled  352  million  dollars  in  1938  prices. 
Comparable  figures  for  Czechoslovakia  arc  349 
million;  for  Hungary,  98  million;  for  Bulgaria, 
I  37  million;  for  Rumania,  64.  For  Poland  and  Bul- 
I  garia  this  sum  just  about  equals  1938  gross  capital 
I  investment;  in  the  case  of  Czechoslovakia  it  is  bc- 
low  the  1938  figure  of  $400  million;  for  Hungary 
I  it  indicates  a  slight  increase  over  pre-war.  If  only 
net  investment  in  fixed  capital  is  considered,  it  was 
:j  still  below  pre-war  in  Eastern  Europe,  except  for 
]  Hungary.  The  same  situation  does  not  hold  true 
in  Western  Europe  where,  with  the  exception  of 
Italy  and  Germany,  post-war  net  investment  in 
fixed  capital  considerably  exceeds  the  1938  level. 
If  the  same  figures  for  net  investment  in  fixed 
capital  are  expressed  as  a  percentage  of  national 
income  in  1948,  they  range  from  5  per  cent  in  Po¬ 
land  to  less  than  one-half  of  i  per  cent  in  Bulgaria 
and  Rumania,  with  Hungary  and  Czechoslovakia 
investing  4.5  and  3  per  cent  respectively.  These 
percentages  compare  well  with  pre-war  in  Hun¬ 
gary,  where  the  corresponding  figure  was  2.5  per 
cent,  but  not  in  Poland  and  Czechoslovakia,  where 
it  was  6  and  5  respectively. 

One  explanation  for  the  apparent  failure  of  the 

II.  Cf.  Paul  A.  Sweezy,  Socialism  (New  York,  McGraw-Hill, 
P  1949).  Chap.  IV. 

I 


ambitious  investment  plans  in  Eastern  Europe  may 
be  found  in  the  assumptions  which  were  at  the 
basis  of  the  original  plans.  When  the  plans  were 
first  drawn  up,  they  assumed,  implicitly  and  ex¬ 
plicitly,  some  form  of  external  assistance,  be  it 
United  States  loans  and  grants  or  international  eco¬ 
nomic  aid — most  likely  in  the  form  of  loans  from 
the  International  Bank  for  Reconstruction  and 
Development,  created  in  1945  for  just  such  pur¬ 
poses.  Without  external  assistance  in  long-term 
investment  credits  a  greater  degree  of  forced  sav¬ 
ings  would  have  had  to  be  introduced  if  the  tar¬ 
gets  were  to  be  met.  It  is  precisely  because  of  such 
outside  aid  that  the  countries  of  Western  Europe 
have  been  able,  without  curtailing  too  drastically 
their  standard  of  living,  to  spend  large  sums  on 
capital  investment  which  has  been  financed  out  of 
their  balance-of-payments  deficit. 

This  road  was  not  open  to  Eastern  Europe  after 
its  involuntary  exclusion  from  Marshall  Plan  aid 
ruled  out  any  sizeable  credits  from  the  United 
States  or  from  the  World  Bank."  Moreover,  quite 
aside  from  the  problem  of  financing  investment, 
the  countries  of  Eastern  Europe  have  at  times  com¬ 
plained  of  serious  difficulties  in  importing,  in  the 
course  of  normal  trade  relations,  the  amounts  and 
types  of  capital  goods  required  under  their  invest¬ 
ment  programs  because  of  the  extension  to  West¬ 
ern  Europe,  through  a  rider  in  the  Foreign 
Assistance  Act  of  1948,  of  American  bans  on  the 
export  of  war-potential  goods  to  the  Soviet  orbit. 
On  the  other  hand,  the  Soviet  Union  has  com¬ 
mitted  itself,  at  most,  to  future  rather  than  im¬ 
mediate  deliveries  of  machinery.  The  flow  of  in¬ 
vestment  goods  from  the  Soviet  Union  has  been 
extremely  slow  and  on  a  small  scale;  most  Soviet 
exports  to  Eastern  Europe  and  especially  to  the 
industrially  more  advanced  countries,  Poland  and 
Czechoslovakia,  consisted  of  raw  materials  and 
food  rather  than  capital  goods."  Moscow’s  failure 
to  deliver  capital  goods  and  machinery  was 
stressed  by  Yugoslav  sources  after  the  Tito-^min- 
form  break.  The  subject  of  East-West  trade  and  of 
the  effect  on  that  trade  of  the  American  export 
license  procedure  came  up  for  discussion  at  the 
May  1949  session  of  the  United  Nations  Economic 
Commission  for  Europe.  Representatives  of  the 
Soviet  Union  and  its  orbit  blamed  the  United  States 
for  failure  of  East-West  trade.  American  delegate 

12.  See  Laure  Metzger,  American  Loans  in  the  Post-war  Peri¬ 
od  (Washington,  D.C.,  Foundation  for  Foreign  Affairs,  1948). 
On  March  14  Poland  withdrew  from  the  World  Bank  and  the 
World  Fund. 

13.  For  exchanges  between  the  Soviet  Union  and  the  orbit,  see 
The  Economist  (London),  Records  and  Statistics;  also  Wiado- 
mosci  Narodowego  Banl(u  Polshiego  (Bulletin  of  the  Polish 
National  Bank). 
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Paul  Porter  accused  the  Soviet  Union  of  retarding 
economic  development  in  Eastern  Europe  by  forc¬ 
ing  a  disadvantageous  trade  pattern  on  the  coun¬ 
tries  of  the  Soviet  orbit,  while  failing  to  supply 
these  countries  with  machinery  and  equipment  of 
the  type  necessary  for  their  economic  develop¬ 
ment.*^  Wherever  the  blame  may  belong,  the  in¬ 
adequate  import  of  capital  goods  and  machinery 
into  Eastern  Europe  in  1948  and  1949  handicapped 
the  fulfillment  of  investment  programs.  The  avail¬ 
ability,  in  larger  quantities,  of  capital  goods  of 
Western  European  production  may  have  improved 
the  situation  recently,  but  there  still  remains  the 
problem  of  financing  imports  of  machinery  for 
which  current  exports  from  Eastern  Europe  do  not 
provide  sufficient  funds. 

LONG-TERM  PLANS 

Long-term  plans,  covering  periods  of  five  or  six 
years  (six  years  in  Poland),  began  to  be  introduced 
in  1949  or  will  come  into  effect  in  1950.  Bulgaria 
and  Czechoslovakia  started  their  new  plans  in 
1949,  while  Poland  and  Hungary,  after  announcing 
fulfillment  of  their  transitional  plans  ahead  of 
schedule,  are  to  embark  on  new  plans  for  the 
“building  of  the  foundations  of  socialism”  in  1950.*^ 

The  fulfillment  of  the  transitional  plans,  which 
were  designed  mainly  for  recovery  and  assimila¬ 
tion  of  the  social  changes,  is  in  itself  not  a  reliable 
guide  to  the  possibilities  of  new  investment  and 
development.  When  production  depends  on  the 
rehabilitation  of  existing  but  damaged  or  depleted 
plant,  relatively  small  investment  can  result  in 
spectacular  production  increases.  No  such  spectacu¬ 
lar  gains  can  be  forthcoming  under  the  long-range 
plans  without  considerable  new  investment. 

As  was  to  be  anticipated,  the  new  plans  continue 
and  even  increase  the  tendency  to  subordinate  all 
economic  life  to  the  development  of  industry,  at 
the  expense  of  current  consumption  and  with  a 
relative  neglect  of  the  needs  of  agriculture. 

EMPHASIS  ON  PRODUCTION 

This  determination  is  best  summed  up  by  Hilary 

14.  United  Nations  Economic  and  Social  Council,  ECE,  Fourth 
Session,  May  30,  1949. 

15.  For  Czechoslovakia,  see  The  Czechoslovak.  Economic  Five- 
Year  Plan,  Act  and  Government  Memorandum  (Prague,  1949). 
For  Bulgaria,  “Law  on  the  Five-Year  State  National  Economic 
Plan  of  the  Bulgarian  People’s  Republic,  1949-1953”  (in  Bul¬ 
garian),  Derzhaven  Vestnik  (Official  Gazette,  Sofia,  January  18, 
1949).  For  Poland  and  Hungary,  only  the  general  principles  of 
the  new  plans  are  available  at  this  writing.  Cf.  Hilary  Mine, 
Poland’s  Economy — Present  and  Future,  Documents  and  Reports 
(New  York,  Polish  Research  and  Information  Service,  1949). 
The  Hungarian  plan  was  outlined  in  Szabad  Nep  (Budap)est), 
April  3,  1949;  for  an  English  summary  see  Hungarian  Bulletin, 
special  edition  (August  1949),  pp.  9-12.  The  law  on  the  Eve- 
year  plan  was  adopted  in  December  1949. 


Mine,  chairman  of  the  Polish  National  Economic 
Planning  Commission,  who  said  in  June  1949: 
“The  basic  goal  of  our  second  Plan  is  the  economic 
expansion,  development  and  transformation  of  Po¬ 
land.  ...  In  keeping  with  the  basic  direction  of  our 
industrialization,  the  faster  rate  of  increase  is  fore¬ 
seen  for  the  basic  means  of  production.”*^  The 
Czechoslovak  five-year  plan,  while  stressing  its  ulti¬ 
mate  benefits  to  be  reflected  in  a  higher  standard  of 
living,  holds  out  no  promise  of  immediate  con¬ 
sumer  gains.  In  an  address  delivered  to  the  Czecho¬ 
slovak  National  Assembly  on  October  7, 1948,  when 
introducing  the  plan.  Prime  Minister  Antonin 
Zapotocky  declared  he  wanted  to  dispel  at  once 
any  existing  illusions  that  a  rise  in  the  standard  of 
living  might  be  regarded  as  a  necessary  corollary 
of  the  successful  implementation  of  the  plan  or 
even  ought  to  precede  it:  “The  exact  opposite  is 
the  truth:  in  order  to  make  it  possible  that  our 
material  and  cultural  level  may  be  raised,  it  will 
first  be  necessary  to  fulfill  the  Plan,  i.e.,  to  re¬ 
build  industrial  and  agricultural  production,  to 
attain  a  higher  level  of  technique,  to  bring  about 
an  increased  volume  of  production  in  the  factories 
and  the  fields,  to  improve  efficiency  standards  and 
the  productivity  of  labor,  thereby  increasing  the 
national  product,  and  then  to  distribute  this  na¬ 
tional  product  justly  and  fairly  so  that  we  might 
henceforth  live  better,  more  contentedly,  and  more 
joyfully.”*’  This  approach  is  a  distinct  departure 
from  the  Czechoslovak  two-year  plan,  which  had 
promised,  within  a  short  time,  to  raise  “the  stand¬ 
ard  of  living  above  the  pre-war  level  both  materi¬ 
ally  and  culturally.”*®  The  long-term  plans  with 
their  emphasis  on  production  and  future,  rather 
than  irruninent,  consumer  benefits  come  closer 
to  the  spirit  of  the  Soviet  five-year  plans. 

The  published  long-term  plans  do  not  contain 
detailed  schedules  for  the  entire  period  they  cover. 
Annual  or  quarterly  operational  plans  are  to  be 
drawn  up  throughout  the  life-span  of  the  plans. 
The  only  fixed  points  are  the  investment  programs 
for  the  various  sectors  of  the  economy,  and  the 
ultimate  production  targets.  Other  figures,  such 
as  planned  net  output,  have  not  been  given. 

HIGH  TARGETS 

The  targets  for  planned  production  and  invest¬ 
ment  are  very  high.  For  Poland  industrial  pro¬ 
duction  at  the  end  of  the  six-year  period  is  ex¬ 
pected  to  reach  an  increase  of  85-90  per  cent  over 

16.  Mine,  op.  cit.,  p.  36. 

17.  The  Czechoslovak  Five-Year  Plan,  op.  cit.,  p.  8. 

18.  Seymour  E.  Hslttis,  Economic  Planning  (New  York,  Knopf, 
1949).  P*  466. 
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1949.  The  national  product  of  Poland  is  scheduled 
to  increase  by  74  per  cent;  that  of  Hungary,  by 
60  per  cent;  the  scheduled  percentage  increases  for 
Czechoslovakia  and  Bulgaria  are  48  and  85  per 
cent  respectively.  In  Poland  and  Czechoslovakia 
the  highest  relative  gains  are  planned  for  construc¬ 
tion  (mostly  industrial);  in  Bulgaria,  for  mining 
and  manufacturing.  In  the  industrial  sector  Czecho¬ 
slovakia  stresses  the  metal  working  industry,  which 
is  to  be  expanded  by  93  per  cent  over  the  five-year 
period.  Within  this  industry  the  plan  is  focused  on 
the  heavy  engineering  sector,  where  production  is 
to  be  doubled  in  some  items  and  trebled  in  others. 
According  to  Czech  planners,  this  sector  repre¬ 
sents  the  “chief  link”  in  the  entire  program,  to 
which  all  other  sectors  of  the  economy  are  to  be 
geared.  In  the  case  of  Poland  this  “chief  link”  will 
be  crude  steel  production,  which  at  the  end  of  the 
plan  is  to  reach  3.8  million  tons  annually,  as  com¬ 
pared  to  1.9  million  tons  in  1948.  This  expansion 
is  to  be  achieved  through  putting  partly  into  op¬ 
eration  a  great  new  steel  mill  with  a  production 
capacity  of  1.5  million  tons,  the  equipment  for 
which  is  to  be  supplied  by  the  U.S.S.R.  on  the 
basis  of  the  Soviet-Polish  investment  agreement 
concluded  in  1947.  The  construction  of  a  second 
mill  in  the  eastern  part  of  the  country  is  also  to 
be  started  during  the  plan  period.  Should  both  new 
plants  be  put  into  operation,  Poland’s  steel-making 
would  be  raised  to  7  million  tons  annually.  For 
Hungary  the  chief  emphasis  has  been  put  on  the 
production  of  tractors  and  trucks  and  on  the  de¬ 
velopment  of  the  chemical  industry. 

Investment  under  the  new  plans  is  to  exceed  the 
1948  levels  in  all  countries  of  Eastern  Europe.  In 
Czechoslovakia  and  Bulgaria  sums  invested  are 
to  be  nearly  twice  the  amount  spent  in  1948;  in 
Hungary,  more  than  twice.*^  If  these  plans  are 
carried  out,  a  considerable  volume  of  new  installa¬ 
tions  would  be  created.  Aside  from  the  afore¬ 
mentioned  steel  mills  for  Poland,  the  new  invest¬ 
ment  projects  include  a  big  steel  works  and  a  chem¬ 
ical  works  for  Czechoslovakia,  electric  power  sta¬ 
tions  in  Bulgaria,  Czechoslovakia  and  Hungary, 
and  steel  and  fertilizer  plants  in  Hungary.  In  gen¬ 
eral,  new  investment  will  go  largely  into  manu¬ 
facturing  and  mining.  The  share  of  investment  for 
agriculture  remains  low,  and  investment  for  resi¬ 
dential  housing  is  to  be  reduced. 

Despite  these  ambitious  investment  plans,  much 
of  the  planned  production  increase  will  have  to 
depend  on  improved  productivity.  This  is  especially 

19.  Annual  investment  figures  in  millions  of  dollars:  Czecho¬ 
slovakia,  1,160;  Hunagry,  440;  Bulgaria,  170.  (No  figures  avail¬ 
able  for  Poland  and  Rumania.)  From  Economic  Survey  of 
Europe  in  1948,  op.  cit.,  p.  203, 


true  in  the  case  of  Czechoslovakia.  Productivity 
of  labor  in  industry  is  to  be  raised  by  32  per  cent; 
in  building,  by  53  per  cent;  and  in  transport,  by 
30  per  cent.  It  remains  to  be  seen  how  these  pro¬ 
ductivity  increases  can  be  reconciled  with  the  low 
priority  given  to  the  production  of  incentive  goods 
and  to  the  building  program.  The  Czech  plan 
proposes  to  rely  on  political  and  economic  enlight¬ 
enment  of  employees,  support  of  the  creative  ini¬ 
tiative  of  workers,  and  the  extension  and  intensifi¬ 
cation  of  “socialist  competition.”  Among  the  more 
tangible  proposals  are  the  introduction  of  piece¬ 
work  wage  rates  and  the  improvement  of  social 
and  health  facilities  in  places  of  work. 

HOW  MUCH  INTEGRATION.? 

One  of  the  most  baffling  questions  connected 
with  the  Eastern  European  plans  is  that  of  eco¬ 
nomic  integration  within  the  region.  While  it  is 
frequently  assumed  and  said  that  the  Soviet  Union 
directs  all  the  national  plans  and  subordinates  them 
to  a  master  “Molotov  Plan,”  there  was  actually 
until  recently  little  indication  of  the  coordination 
of  planning  for  the  entire  region.  On  the  contrary, 
the  initial  plans  were  obviously  worked  out  inde¬ 
pendently  by  each  country  and  sought  to  satisfy  their 
individual  ambitions  more  than  the  needs  of  the 
area  as  a  whole.  The  only  attempt  at  coordination 
was  made  between  Poland  and  Czechoslovakia, 
and  there  too  it  seems  to  be  a  slow  process.  The 
creation  in  January  1949  of  the  Council  for  Eco¬ 
nomic  Mutual  Assistance  covering  the  region  was 
mainly  a  political  gesture  to  provide  a  counterpart 
of  the  OEEC  organized  by  the  recipients  of  Mar¬ 
shall  Plan  aid.  This  organization  could  become  an 
agency  for  a  rational  division  of  labor  within  the 
orbit.  To  date,  however,  relatively  little  has  been 
heard  of  its  activities. 

“Integration”  is  admittedly  difficult  everywhere. 
The  experience  of  Western  Europe,  where  a  ra¬ 
tional  approach  could  be  expected,  is  significant 
in  this  respect.  In  the  case  of  Eastern  Europe  the 
development  of  infant  industries  is  not  looked 
upon  merely  as  an  economic  matter;  it  no  doubt  is 
also  a  matter  of  national  pride.  Such  behind-the- 
scene  attempts  as  the  Soviet  Union  may  have  made 
at  a  division  of  labor  within  the  orbit  have  gen¬ 
erated  Jealousies  and  troubles,  as  in  the  case  of 
Yugoslavia,  whose  leaders  now  complain  that  their 
country  was  assigned  the  role  of  extractive  rather 
than  industrial  producer.  However,  with  the  flow 
of  capital  goods  from  abroad  severely  curtailed,  a 
more  economic  allocation  of  resources  and  division 
of  labor  will  become  an  urgent  necessity.  Some  in¬ 
dications  of  a  rational  and  regional  approach  may 
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be  found  in  the  new  long-term  plans.  It  is  clear, 
for  example,  that  in  the  long  run  Poland  rather 
than  Czechoslovakia  will  concentrate  on  steel  pro¬ 
duction.  The  Czechoslovak  engineering  output  will 
be  partly  dependent  on  Polish  steel,  while  Poland’s 
requirements  for  the  products  of  engineering  in¬ 
dustries  will  be  covered  by  imports  from  Czecho¬ 
slovakia  rather  than  by  the  uneconomic  develop¬ 
ment  of  local  industries. 

It  would  appear  that,  while  continuing  to  pay 
lip  service  to  the  development  of  the  same  types 
of  heavy  industry  in  all  countries  of  the  area,  their 


leaders  will  be  forced  into  a  more  rational  pattern 
of  economic  integration.  The  Soviet  Union,  as  the 
main  potential  source  of  investment  goods  under 
the  present  circumstances,  will  no  doubt  endeavor 
to  influence  the  existing  pattern  by  its  allocation 
policy.  The  recent  Soviet  investment  agreement 
with  China  may  constitute  an  additional  strain  on 
Russia’s  limited  industrial  resources,  although  the 
relatively  modest  amount  of  investment  aid  to 
Mao  pledged  by  Moscow  ($300  million  over  a  period 
of  five  years)  would  indicate  a  cautious  approach 
to  the  problem. 


Industrialization  and  East-West  Trade 
f 

By  Laure  Metzger 


The  chief  aim  of  industrial  development  plans  in  Eastern 
Europe  is  the  transformation  of  the  economic  and  social  struc¬ 
ture  of  the  area.  In  these  plans  foreign  trade  figures  only  in¬ 
directly  as  an  instrument  for  securing  the  import  of  machinery 
and  industrial  raw  materials  not  available  at  home  and  essential 
for  the  fulfillment  of  national  programs.  Nevertheless,  the  effect 
industrialization  would  have  on  the  pattern  of  foreign  trade 
has  been  emphasized  by  official  spokesmen.  Throughout  most 
of  the  inter-war  period  Eastern  Europe  had  been  in  a  difficult 
trading  position — especially  in  the  thirties  when  unfavorable 
terms  of  trade  and  lack  of  markets  for  agricultural  products 
led  to  politically  disastrous  dependence  on  the  German  market. 
The  prospect  of  changing  the  region’s  trading  situation  through 
industrialization  is  therefore  a  tempting  feature  of  post-war 
programs.  It  is  hoped  that  economic  “independence”  can  be 
achieved  by  a  shift  in  trade  relations  from  the  pre-war  pattern 
of  predominantly  agricultural  and  raw  material  exports  in  ex¬ 
change  for  Western  Europe’s  manufactured  goods,  to  a  more 
balanced  pattern  to  be  attained  by  the  increase  of  trade  with 
the  Russian  orbit  and  also  with  the  Soviet  Union. 

TRADE  CHANGES 

Whatever  the  plans  and  expectations  for  the  future,  actual 
developments  in  Eastern  Europe’s  foreign  trade  since  1945  have 
been  along  lines  different  from  those  envisaged  as  a  long-range 
ideal.  Considerable  changes  did  occur  in  East-West  trade,  but 
they  reflect  changes  in  the  political  sphere  rather  than  a  new 
pattern  due  to  industrialization.  The  eclipse  of  Germany  as 
the  chief  exporter  of  heavy  machinery  to  the  area,  the  diver¬ 
sion  eastward  of  certain  commodities  as  a  result  of  Russian 
“integration,”  and  the  embargo  on  the  export  of  certain  “war 
potential”  materials  from  the  United  States  and  Western  Europe 
to  the  countries  of  the  Soviet  orbit  account  for  the  shifts  of 
East-West  trade  to  a  much  larger  extent  than  a  basic  planned 
alteration  in  the  commodity  composition  of  that  trade. 

In  pre-war  years  Germany,  it  must  be  recalled,  was  the 
principal  trading  partner  of  most  of  the  countries  of  Eastern 
Europe.  The  industrial  countries  of  Westers  Europe  were  slow 
to  fill  the  void  created  by  the  breakdown  of  German  production 
and  political  influence  in  the  area,  but  during  1949  de¬ 
liveries  of  industrial  goods  to  Eastern  Europe  increased  consid¬ 
erably.  The  Eastern  European  countries,  for  their  part,  al¬ 
though  handicapped  by  a  slow  rate  of  revival  of  agricultural 
production,  have  concluded  since  1948  a  scries  of  new  trade 
agreements  with  Western  European  countries  which  call  for 
an  exchange  of  food  products  and  raw  materials  for  machinerv 
and  other  manufactured  goods.  The  most  spectacular  agreement 
was  that  between  Poland  and  Britain  which  provided  for 
$524  million  worth  of  exchanges  over  a  five-year  period.  It 
was  reported  in  connection  with  that  agreement  that  certain 


sectors  of  Polish  food  production  were  to  be  reoriented  to 
meet  the  requirements  of  the  British  market.  Bacon  was  one  of 
the  commodities  whose  production  was  to  be  increased,  with 
standards  adapted  to  British  specifications.  The  agreement  con¬ 
tained  the  provision  that  for  every  ten  thousand  standards  of 
timber  exported  to  Britain,  Poland  would  also  supply  a  certain 
quantity  of  furniture  and  other  manufactured  products;  but  on 
the  whole  the  Polish-British  agreement  was  along  traditional 
lines  of  East-West  trade. 

WEIGHT  OF  POLITICAL  FACTORS 

The  import  requirements  of  Eastern  Europe  have  changed 
since  the  war,  and  capital  goods  rather  than  the  products  of 
light  indust' y  are  now  given  high  priority,  in  keeping  with  the 
importance  attached  to  the  development  of  industries  (and 
especially  heavy  industries)  in  the  area.  For  the  time  being, 
however,  the  countries  of  Eastern  Europe,  lacking  long-term 
credits  to  finance  their  investment  plans,  have  to  rely  at  least 
in  part  on  continuation  of  exports  of  agricultural  products  and 
raw  materials  to  Western  Europe  if  they  arc  to  obtain  funds 
necessary  to  finance  imports  of  machinery  and  various  “in¬ 
visible”  items  (transportation  costs,  etc.).  On  the  other  hand. 
Western  European  countries  are  by  no  means  as  reluctant  to 
supply  the  Soviet  orbit  nations  with  industrial  goods  as  is  some¬ 
times  claimed  by  Communist  propagandists  who  contend  that 
the  West  seeks  economic  “enslavement”  of  the  East. 

There  was  nothing  “natural”  and  certainly  nothing  eternal 
about  the  pre-war  trade  pattern,  and  Western  Europe  faces  a 
change  in  its  trade  relations  not  only  with  the  countries  of 
the  Soviet  orbit  but  with  other  areas  as  well  as  a  result  of 
the  development  of  native  industries.  The  flow  of  East-West 
trade  in  Europe  m:>y  not  regain  its  pre-war  level;  but  even  if 
the  increase  noticeable  in  1948-49  should  come  to  an  abrupt 
end  or  be  drastically  reversed,  this  would  be  due  to  political 
reasons  rather  than  to  the  results  of  industrialization.  As 
long  as  the  Eastern  European  countries  cannot  satisfy  their  de¬ 
mands  for  machinery  inside  the  “Molotov  Plan”  area,  they  would 
have  to  seek  capital  goods  in  the  West  and  would  continue 
to  pay  for  them  by  exporting  the  output  of  their  agriculture, 
timber  industry  and  coal  mines.  Moscow’s  insistence  on  a 
greater  volume  of  intra-orbit  trade  (which  may  yield  little  or 
nothing  in  immediate  advantages  to  countries  forced  to  divert 
commodities  from  Western  markets),  Washington’s  strategically 
conditioned  prohibitions  on  exports,  and  the  general  deteriora¬ 
tion  of  political  relations  between  East  and  West,  are  at  present 
the  determining  factors  in  curbing  the  expansion  of  trade 
between  the  industrial  and  the  agricultural  parts  of  Europe. 
Industrialization  has  not  as  yet  reached  the  stage  where,  from 
a  strictly  economic  point  of  view,  a  drastic  change  in  the 
pattern  of  East-West  trade  would  have  to  occur. 
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